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TC BACCO—PRICE RISE OF CIGARETTES 
FECTS HUGE GROSS-LOW PROFIT PARADOX 











MONTH END DATA 


1945 





SEPT. AUG. JULY SEPT. 





Shares Listed 
Share Issues Listed 
Par Value of Bonds Listed 
Bond Issues Listed ; 
Total Stock and/or Bond Issuers 
Market Value of Listed Shares 
Market Value of Listed Bonds 
Market Value of All Listed Securities 
Flat Average Price—All Share Issues A 
Shares: Market Value — Shares Listed A 
Bonds: Market Value — Par Value A 
Stock Price Index (12/31/24 = 100) AB 
Member Borrowings on U. S. Gov't Issues 
Member Borrowings on Other Collateral 
Per cent of Market Value of Listed Shares 
Member Borrowings—Total ‘ 
N.Y.S.E. Members’ Branch Offices . 
Total Non-Member Correspondent Offices 
Customers’ Net Debit Balances CD . ‘ 
Credit Extended on U. S. Gov't Obligations . 

Customers’ Free Credit Balances CD 

DATA FOR FULL MONTH 


Reported Share Volume 
Ratio to Listed Shares . . . 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Total Share Volume (Incl. Odd Lots) F 
Money Value of Total Share Sales F 
Reported Bond Volume (Par Value) 
Ratio to Par Value of Listed Bonds 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Total Bond Volume (Par Value) F 
Money Value of Total Bond Sales F 
N.Y.S.E. Memberships Transferred 
Average Price 


Shares in Short Interest F 





(Mil.) 
(No.) 
(Mil. $) 
(No.) 
(No.) 
(Mil. $) 
(Mil. $) 
(Mil. $) 
(S) 
(S) 
(S) 
(%) 
(Mil. 
(Mil. 
(%) 
(Mil. 
(No.) 
(No.) 
(Mil. 
(Mil. 
(Mil. 


hah 
wwew 


h 


(Thou.) 
(%) 
(Thou.) 
(Thou.) 
(Thou.) 
(Thou. $) 
(Thou. $) 
(%) 
(Thou. 
(Thou. 
(Thou. 
(Thou. $ 
(No.) 
(S$) 


(Thou.) 


1,750 1,738 1,719 1,554 
1,315 1,309 1,304 1,261 
136,838 136,714 136,596 125,252 
930 928 946 1,005 
1,193 1,191 1,194 1,179 
66,864 74,350 79,132 67,065 
139,784 140,958 141,407 128,511 
206,648 215,308 220,539 195,576 
52.55 57.54 60.33 57.09 
38.20 42.79 46.04 43.17 
102.15 103.10 103.52 102.60 
80.2 89.6 95.8 86.0 
157 204 242 350 

251 305 356 597 
0.38 0.41 0.45 0.89 
408 509 598 947 
880 881 885 815 
2.569 2,555 2,558 2,378 
632 723 745 1,084 

82 99 109 153 

729 647 653 594 


43,450 20,807 20,595 25,135 
2.49 1.20 1.21 1.62 
Note G Note G Note G 1,093 
2,173 946 936 1,192 
57,631 28,334 28,602 31,275 
1,615,946 974,399 1,007,308 921,722 
149,259 78,010 79,886 109,778 
.109 .057 .058 .087 
Note G Note G Note G 4,773 
7,463 3,546 3,631 5,344 
160,265 90,244 85,918 111,792 
99,647 69,346 69,459 82,146 

3 5 2 3 
76,000 77,500 84,000 67,500 
10/15/46 9/13/46 8/15/46 10/15/45 
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PRICE GAINS, FEWER CONTROLS OFFER OPPORTUNITY 


FOR INDUSTRY TO SEEK END OF PROFIT PARADOX 
By Harry M. Wootten 






































When THe ExcHAance asked Mr. said. “The worrying is my job—-sell- 

Wootten, an authority in the tobacco ing is your job. You go out and get the 

manufacturing field, to discuss this business. The profit will take care of 

important industry in the light of this itself.” 

year's developments, it was real- With no other alternative. since the 

ized that the article would run to advent of price control on the finished 

length. Hence this is the first in- as well as the raw product. this industry \ 

stallment, the remainder to appear has been doing just that—going out and 6, 

in the November issue. getting the business. This is confirmed by i © ee 

—— the performance of the large cigarette ke we. 

When James B. Duke was welding companies during the war period. her: 
together his tobacco empire nearly a A cursory review of operations re- SN 
quarter of a century ago, initial profits yeals the past six years as a period of Auctioneer (center of picture with hand 
in the newer acquisitions were small. relatively profitless prosperity. It is out) signals acceptance of buyer's bid in 
Losses often occurred. Vice-presidents unlikely. however. that anv ies bes bright leaf market at Durham. N. C. 
in charge of unprofitable products or dustry offers so striking an indication the increase in business and the decrease 
divisions were naturally concerned. Mr. of an eventual and substantial recovery — in profits recorded by the tobacco indus. 


Duke is reputed to have called his un- -arni ‘or es ada ; ; : 

| d ne ‘ in earnings, for no industry as com try during this period, 
happy sales executives together and — parable in importance has experienced Cigarette consumption in 1939, re- 
garded as the last normal pre-war year. 


was 177.8 billion units. With manufac- 






Major tobacco companies, like R. J. 
Reynolds shown here, have lifted 
prices to offset lower profit trend. 



















turers unable to supply anywhere near 
the civilian demand for cigarettes during 
the first six months, the industry rolled 
out a record-breaking total of 332.7 bil- 
lion units last year. This is a gain during 
the six-year period of 154.9 billion ciga- 
rettes, or S7.1 per cent. 

The “Big Five” companies listed on 
the New York Stock Exchange accounted 
for 86.7 per cent of the industry's total 
cigarette output in 1945. vet consoli- 
dated net before taxes for this period of 
unparalleled growth increased only 312.- 
000.000 or 11.6 per cent, After taxes. 
consolidated net for these manufacturers 





decreased $18,600,000 or 22.4 per cent. 
1939-1945 operating 
results, the Big Five companies present 


Summarizing the 


the following incongruous picture: 


\ gain in business of 87.1 per cent. 

\ gain in net before taxes of 11.6 
per cent. 

\ decrease in net earnings of 22.4 
per cent. 


The inability of the industry to capi- 
talize earnings-wise adequately this great 
growth in business may be directly at- 
tributed to three factors, namely: The 
increase in the cost of leaf tobacco, 
higher normal and excess profits taxes, 
and the ceiling on cigarette prices. 

Since tobacco is the greatest item in 
factory costs, it is illuminating to review 
the price structure of this commodity. 
Flue-cured and burley, the two principal 
types of leaf used in processing cigarettes, 
during the 1937-1939 period returned the 
following average prices to the grower: 
(Prices per pound farm weight.) 


Flue-Cured Burley 
| 5 | ee ae 23.0¢ 20.1¢ 
Lo eee 22.2 19.0 
a Pe 14.9 17.3 


Inasmuch as the larger companies 
average the cost of their leaf supplies over 
a 215 to 3-year period, prices on the 
above markets largely determined the 
cost of tobacco that went into cigarette 
production in 1939. 

American Tobacco Company in that 
year earned roughly 62¢ per thousand 
on cigarettes before federal taxes, and 
earnings equaled $5.10 per share on the 
common stock. R. J. Reynolds’ return on 
Camel Cigarettes was about 64¢ per thou- 
sand before taxes, and earnings equaled 
$2.56 on the common. Liggett & Myers’ 
Chesterfield brought through to the tax 
line a profit of 63¢ per thousand, and 
earnings amounted to $6.13 per common 
share. 

\s against these normal pre-war prices 
for leaf tobacco. average prices for the 
were: 


war period (Prices per pound 


farm weight.) 


Flue-Cured Burley 
EE oo oe wie 10.4¢ 15.6¢ 
ees eee 12.6 14.1] 
| Cree 13.7 39.4 


These were the abnormally high prices 
that largely determined the cost of to- 
bacco in production last year. The im- 
pact of operating on this more expensive 
leaf reduced American Tobacco profit 
before taxes on cigarettes last year to 
less than 35¢ per thousand, and earnings 


9 


were down to $3.69 per common share. 

The return before taxes on R. J. Rey- 
nolds’ Camel Cigarettes last year was 
roughly 38¢ per thousand, and earnings 
equaled $1.86 per common share. 

Liggett & Myers last year made about 
33¢ per thousand on Chesterfield Cig- 
arettes, and earnings were equivalent to 
$4.30 per common share. 

The deterioration in earnings was even 
greater for the smaller companies. 
Philip Morris made a profit before taxes 
of nearly 65¢ per thousand on cigarettes 
in 1939, whereas the return for the fiscal 
year March 31, 1946, indicated a profit 
of less than 22¢ per thousand. 

The effect of the continuous and sharp 
increase in leaf tobacco costs on the oper- 
ations of these companies is likewise re- 
flected in a comparison of their balance 
sheets. 

Inventories of leaf for the Big Five 
companies in 1940 carried at 
$505,300,000. Last year they exceeded 
$1,000,000,000 and these manufacturers 
during the interim, through stock issues 
and funded or floated debt, have raised 
$450,000,000 to finance the purchase of 
additional supplies of 


were 


more expensive 
tobaccos. 
Inventory Gain Not Unhealthy 


inventories and in 
funded debt has caused concern in some 


The growth in 


quarters. It is said these companies are 
now “inventory poor.” To my way of 
thinking, it would be more realistic to 
say they are rich.” For 
tobacco is anything but a dead asset. 


“inventory 


These supplies are very much alive and 
are simply Lucky Strikes, Camels or 
Chesterfields in the making. And as long 
as manufacturers retain the proper re- 
lation of sales to the duration of tobacco 
on hand, there is little cause for concern 
over the size or valuation of these 
supplies. 

Since April 28 last, however, manu- 
facturers have been operating on a more 
equitable price structure. The OPA 
order authorizing an increase in the list 
price of the larger selling cigarette 
brands from $6.81 to $7.09 per thousand 
is the first actual mark-up for these pro- 
ducers since 1937. In view of the very 
substantial increase in the cost of process- 
ing cigarettes since then, this moderate 
increase was long over-due the industry 
in my opinion. 

The interim changes in cigarette 
prices permitted producers on July 1, 
1940, and on November 1, 1942, were 
simply offsets to respective increases of 
25¢ per thousand in the Federal tax on 


this product. In fact, when the excise 
tax on cigarettes was increased from 
$3.25 to the present rate of $3.50 per 
thousand, manufacturers actually lost 
three mills per thousand cigarettes in 
the realignment of their price schedules. 
While this may appear an inconsequen- 
tial amount to the layman, in an industry 
where costs are figured to the fourth 
decimal, a loss of a fraction of a cent 
becomes an item of major importance 
by the year-end on a product with a unit 
volume running into the billions. 

This series of articles was prepared in 
anticipation of a further mark-up in cig- 
arette prices which would affect the in- 
dustry importantly. On October 7 an in- 
crease of 25 cents a thousand was posted 
by several manufacturers: on October 
14. R. J. Reynolds posted a nearly equiva- 
lent increase. But since at this writing 
all major brands are not selling on the 
same basis, the author is reserving com- 
ment on the newest price trends for the 
final installment of the article which will 
appear in the November issue of THE 
EXCHANGE, 

Despite some opinion to the contrary, 
[ am optimistic on the continued growth 
of cigarette consumption. 

The country’s population is steadily 
increasing. Per capita consumption is 
increasing. Cigarette production for do- 
mestic consumption in 1941 (pre-war) 
was 2006 billion units. Based on the 
1940 census of 131,686,509 population, 
the per capita consumption was 1,488 
cigarettes (less than 11% 
week). 

As of Jan. 1, 1946, the Census Bureau 
estimated the country’s population (in- 
cluding members of our armed forces 
140,386,509. While it is 

estimate accurately the 
proportion of the 64 billion tax-free 
cigarette output last year that was actu- 
ally consumed by Americans, it is said 
about 5 billion represented supplies for 
sea stores, and of the remaining 59 
billion, 25 per cent were either destroyed 
or diverted to other nationals. This in- 
dicates that out of the industry’s total 
1945 tax-paid and tax-free output of 
332.7 billion, 313 billion were consumed 
by our citizens at home or abroad. This 
would mean a per capita consumption 
last year of 2.239 cigarettes (roughly 
two packs per week). 

Thus, while the indicated increase in 
actual consumption of cigarettes during 
the war years was 51.9 per cent, due to 
the growth in population, the increase in 
per capita consumption was only 49.9 
per cent. 


packs per 


overseas) at 
impossible — to 
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Dividends 12.6 Per Cent Ahead 
of 1945 Despite Conflicting 













LTHOUGH dividend payments were 
[A reduced on 50 issues of common 
stocks listed on the New York Stock Ex- 
change, and deferred or eliminated on 32 
others, the first nine months of 1946 had 
a sturdy record of 
stockholders. These 
group increases over the 1945 period: 


disbursements to 


were some of the 


Per Cent 
Stock Groups Gain 
Amusement... . . . 845 
Aviation ee et eo 
Chemieel 2. 2s ws cs os 
Paper and publishing . . 79.8 
Petroleum ..... . +. 143 
Retail Mdse....... 14.8 
ie ne ae 3.4 


Of the 29 rosters of industrial, public 
utility, transportation and communication 
stocks on the Stock Exchange only two 
1945. The full 


details of the nine month’s returns will 


disclosed declines from 


he found in a table on page 8. The aggre- 
vate of earnings distributed among own- 
ers of the 746 stock issues, amounting to 
$1.751.160,000, was 12.6 per cent larger 
than in the corresponding months of last 
vear. 

The automotive group. whose opera- 
tions and profits have been disorganized 
by strikes and materials’ bottle-necks, was 
ene of the two categories to fall back 
this year. Of the 65 motor and accessory 
stocks listed. seven which made a return 
to shareholders during the first three- 
quarters of 1945 paid out nothing this 
vear. These listed corporations. account- 
ing to a material degree for the decline 


karnings Results 





previously that the flying manufacturing 
business had declined heavily since V-J 
Day. The strong gain does, in fact. re- 
quire explanation—this being lodged in 
a matter of dates. Douglas Aircraft Com- 
pany paid $5 a share in September of 


this year. whereas a similar disbursement 








of 14.6 per cent in automotive dividends, 
were all suppliers to motor car makers, 
with the exception of Packard Motor. 
The retreat also 
stimulated by a drop from 75 cents to 50 
cents in the General Motors dividend sev- 
eral months ago. 


of disbursements was 


Dividend changes had some dramatic 
qualities, as drama goes in the securities 
field. Much comment about moving pic- 
ture business and profits has been heard 
for the last three vet Warner 
Brothers) $1.50 payment in the nine 
months stood in contrast with no disburse- 


years, 


ment at all last year: the same alteration 
Radio-Keith Or- 
pheum. which paid 60 cents this year and 
nothing in 1945. At the same time, the 
product of substantial earnings in case 


occurred in case of 


of Twentieth Century-Fox was a return 
of $2.50 a share. against $1 in 1945. 


Parmalee Resumes Payments 


Transportation Company's 
dividend of 60 cents was the first since 
1930, 

J. C. Penney Company, which in 1945 
paid $2.25 on the “old stock” during the 
first three-quarters, distributed this year 
$1.20 a share on three times as much 


Parmalee 


stock, due to a 3 for | split-up. Sears, 
Roebuck & Co.. which last year disbursed 
$2.25 per share. this vear paid 75 cents 
a share after a 4 for 1 split. 

Some perplexity might be the portion 
of readers of the magazine who paused 
to digest 64.4 per cent increase of pay- 
ments on the aviation group, thinking 





in the Autumn of 1945 occurred in No- 
vember, Thus, there was no payment dur- 
ing the first nine months of last vear. 
North American Aviation Corporation 
paid 31 a share in September this year: 
last year the first three-quarters brought 
nothing to stockholders, with a $1 divi- 
dend coming along in December. Pan- 
(American Airways paid out 50 cents a 
about 6,000,000 shares this 
year; last year. through September 30, 


share on 


the disbursement amounted to 25 cents 
a share. 


Paper Company Lifts Dividend 

Some other changes of individual pay- 
ments are worth reviewing. especially an 
initial distribution of $1.50 on Interna- 
tional Paper common stock this year. 
Colgate-Palmolive-Peet doubled the quar- 
terly rate from 25 to 50 cents this year 
and, in addition. paid a 50 cents extra. 
A couple of stalwart industrial divi- 
du Pont and Owens-Illinois 
increased their rates this year, the 


dend payers 
Glass 
former from $1.25 to $1.75 quarterly, and 
the latter from $1.50 during the first nine 
months of 1945 to $2.75 a share this 
year, 
Turning from individual issues — to 
stock groups, attention goes to railroads 
and tobaccos industries which have 
been much discussed in respect to drag- 
ving profits this year. Of the 47 railroad 
stocks upon which dividends were paid 
this year, 12 increased their outlays and 
five reduced them, with a percentage gain 
of 10.7 per cent in aggregate payments 
over 1945. Among tobacco issues. al- 


(Continued on page 8) 









How Stocks Reacted 


TO PRESSURE OF SALES IN: RECENT LIQUIDATION, 


HAT has been happening in the 
stock market this Autumn affords 
material for study of the price action of 
groups and of individual issues, compar- 
ing experiences under persistent liquida- 
tion. The effort calls for the retracing of 
some steps in the market progression in 
order to establish a basis of study. 
During a protracted movement of se- 
curities, it would be chance alone which 
enabled an observer to forecast the pre- 
cise day and the exact price marking the 
culmination of a “major trend.” The ref- 
erence is to records set by average group 
prices: prediction in respect to individual 
securities would be far more elusive. Al- 
though the Dow. Jones & Co. industrial 
(vroup) average established an historical 
low of 92.92 in April, 1942. a great many 
stocks listed on the New York Stock Ex- 
their 


prior to April and even more of them 


change reached minimum prices 


continued to react into May and June. 
The April. 1942. average “low” is re- 
historical because it 


ferred to here as 


reflected one of the greatest industrial 
stresses ever experienced by the United 
States 


fight in a global war. The subsequent 


preparation by the nation to 


period of rising prices, lasting a shade 
more than four years before running into 
a reversal of consequence. has especial 
historical interest because of the way in 
which monetary. industrial and military 


events highlighted its progress: and also 


by reason of the unusually precipitate 
retreat of prices last Summer, continuing 
into the Autumn. 

It is impossible to determine whether 
the “lows” of this reverse swing have as 
vet been witnessed. This article will not 
attempt to deal with prophecy, and be- 
cause of 


the time element involved in 


tvpe-setting and printing, the 
thereof has to run the chance of employ- 
ing prices which could easily be obsolete 
by the time this issue of THE EXCHANGE 
reaches its readers. 


writing 


It seems worth while 
in the line of investment study. however. 
to examine certain groups and particular 
industrial common stocks in the light of 
market occurrences between May 15 and 
September 15. this year. in order to see 
whether any practical deductions may be 
from the resultant of sta- 


drawn array 


tistical facts. 


Discusses Mid-September Markets 


The study has to do principally with 
price changes which occurred between 
the establishment of the Dow, Jones in- 
dustrial averages “high” of 212.50 on 
May 29 and the low of 165.17 on Septem- 
her 19, when the force of the early down- 
ward plunge abated temporarily; and 
also by taking a bearing upon the 92.92 
“low” of 1942. to see how representative 
stocks acted under heavy selling. 





The accompanying table includes seven 
industrial groups. consisting of five 
prominent common stocks in each group. 
For the purposes of this article, price 
fluctuations since October 5, when this 
writing was done, are not considered: 
they would find a place in a continuation 
of this discussion, but for the moment 
tendencies rather than exact price changes 
are concerned, 

The percentage columns of the table 
disclose some interesting facts. The to- 
bacco products group of stocks. for ex- 
ample. displayed more resistance than 
four other groups to liquidation. The 
average of the five tobaccos declined only 
28.9 per cent from high-to-low of their 
prices: and the downward progression 
saw no more than 49 per cent of the 
eroup’s rise from the 1942 low cancelled 
by last Summer's liquidation. 

These are. to be sure. fairly substantial 
they 
mark-downs of prices from the upper 


percentages; represent extensive 
levels of the four-vear advance. But other 
mark-downs are greater. notably in the 
automotive and aviation manufacturing 
groups. So far as the cancellations of 
1942-1946 gains were concerned, the to- 
bacco group did nearly as well as the pe- 
troleum roster. which was stable much 
of the time—and offered a more sturdy 
front to selling than did the electrical 
equipment category of common. stocks. 
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Sc:atiny of the tobacco and petroleum 
groups. however, shows that the experi- 
ence of these issues was not greatly dis- 
similar during a period of heavy selling 
pressure against common stocks of all 
rosters. The petroleum group’s decline 
from high to low was 28.3 per cent; the 
tobacco product’s recession was 28.9 per 
cent. The petroleum group showed a 
shrinkage in its “gross rise” from the 
low of 1942 of 43.7 per cent; the similar 
cancellation of the tobacco products’ rise 
from 1942 was 48.9 per cent. 

The parallel seems so complete that 
explanations are naturally sought by the 
investigator. A glance back over the in- 
terval since the Spring of 1942 shows 
that. whereas a great many common 
stocks were featured by active specula- 
tive buying, the tobacco shares lagged 
much of the time, a situation furthered 
by relatively low profits earned per 
share of stock. Not having experienced 
a real boom, these stocks were less vul- 
nerable to the pressure which came down 
upon many contemporary. stocks last 
Summer, 


Prices Held Down During War 


Tobacco companies saw their business 
increase extensively, but cigarette prices. 
considering a major product, were held 
down during the war. Petroleum compa- 
nies saw their business also increase 
vastly and their prices, too, were kept 
down. Both of the groups paid moder- 
ately good dividends straight along: but 
were not the subject of inflationary talk. 
or of inflationary influences, to the same 
extent as certain other categories of 
stocks, 

When attention goes to the aircraft 
manufacturing roster, something of a 
jolt comes from sight of a 64.7 per cent 
cancellation of the rise from the lows 
of 1942 to the highs of 1946. Yet the 
percentage was well forecast by news 
from the factories, starting immediately 
with V-E Day. The slackening of hostili- 
ties brought an inevitable reduction of 
Government buying of planes, an event 
greatly intensified with the defeat of 
Japan, 

The steel group’s showing was shaped 
by a number of influences. but in this 
area, as in case of tobacco products and 
petroleum stocks, speculation was much 
retarded after 1942 by a relatively low 
profit showing. The steel issues, for the 
most part, advanced so gradually during 
the four-year market rise that they were 
also less vulnerable to liquidation than 


(Continued on page 12) 


DEGREES OF 


RESISTANCE 


OF PROMINENT 


COMMON STOCKS DURING SHARP REVERSAL 





The recent retreat of equity prices, extending from the end of May until 
mid-September, was one of the most precipitate of recent years. All classes 


of industrial stocks were affected by liquidation but some individual issues 


were more resistant to selling than others. This table shows the percentage 
g 


decline which occurred by 


cancelled by the reaction. The group percentages refer to the 


each block of tive stocks, 


groups and sampled issues, the statistics 
recounting the percentage of 1942-1946 maximum price 


also 
gains which were 


average of 





AIRCRAFT Mere. 
Boeing Airplane Company 
Lockheed Aireraft Corp. 
Grumman Air. Eng. Corp. 
United Aireraft Corp. 


Consol. Vultee Air Corp. 


AUTOMOTIVE 
Chrysler Corporation 
General Motors Corp. 
Hudson Motor Car Co. 
Nash-Kelvinator Corp. 


The Studebaker Corp. 


(CHEMICALS 
Air Reduction Co.. Ine. 
Allied Chemical & Dye Corp. 
The Dow Chemical Co. 
Westvaco Chlorine P. Co. 


du Pont de Nemours Co. 


ELectric EQuIPMEN1 
Allis-Chalmers Mfg. Co. 
General Electric Company 
Sylvania Elec. Prod. Ine. 
The Elee. Auto-Lite Co. 
Westinghouse Elec. Co. 


PETROLEUM 
Atlantic Refining Co. 
Ohio Oil Company 
Seaboard Oil Co. (Del.) 
Stand. Oil of New Jersey 


The Texas Company 


STEEI 
Bethlehem Steel Corp. 
Jones & Laugh. Steel Corp. 
Republic Steel Corp. 
Youngstown Sheet & T. Co. 


United States Steel Corp. 


Topacco Propvucts 
American Tobaceo Co.% 
Liggett & Myers Tob. Co.% 
P. Lorillard Company 
Philip Morris & Co. Ltd. 
R. J. Reynolds Tob. Co.* 

“B™ Stock. 


Approximate. 


* 


10014 
1031 
315, 


Per Cent’ Per Cent 
Decline of 
High Rise Can- 


1946 to Low. celled, 
Recent Low 1946 “42-46 
40.7 64.7 

225% 35.3 96.5 
261. $1.4 61.7 
30 $2.7 51.9 
21% 43.4 120.4 
205 38.7 70.3 
43.4 V9.0) 

811, 42.3 61.5 
0 37.9 60.5 
1514 55.8 ol. 
147, 11.3 47.7 
191, 19.6 544 
27.2 54S 

3614 38.9 76.8 
157 20.0 58.9 
1431. 25.2 50.0 
291, $4.5 67.7 
169 25.5 16.6 
37.6 56.8 

3H, 11.6 ol 
3715 27.8 $7.5 
23% 13.3 63.6 
503, 36.9 19.7 
241 39.3 05.2 
28.3 $3.7 

3334 344 17.0 
195. 53.7 13.0 
241, 38.0 o1.7 
62 21.2 $4.7 
a2 23.8 12.4 
0.9 0.8 

881, 23.1 0 
331, 38.2 6.9 
25 58.8 Diet 
dT12 31.4 17.4 
66 32.2 v9.4) 
28.9 18.9 

“a 23.1 5.0 
$43, 17.9 35.3 
2016 36.6 7.4 
3314 53.1 87.3 
S61, 22.6 S95 
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| pews a commentary on these times, one 
would have to look far to find one 
more apt than the fact that the drive for 
higher wage scales was initiated last year 
at a time when corporate net profits were 
lower in proportion to the gross volume 
of business than in any year since 1938, 
This is according to figures of the De- 
partment of Commerce reported in a re- 
cent study of corporate finances. 

During 1945 manufacturing industry 
made an average profit of 3.21 cents on 


each dollar volume of business trans- 
acted, according to these figures. This 
compares with 6.19 cents in 1941 and 


5.14 cents in 1930, previous peak vears 
since 1929, 

For THE 
CHANGE has tabulated on the next 
results in 1945 
panies listed on the New York Stock Ex- 
change, chosen from among the 50 larg- 


Ex- 


page 


concrete — illustration. 


individual for 22 com- 


est manufacturing concerns. For these 
companies wages and salaries, on an 
over-all basis, took 31.4 per cent of gross 
income, and the aggregate of wage and 
salary payments was more than 10 times 
greater than combined dividend disburse- 


nents, 
Negligible as Wage Source 


Or, put another way. if dividends were 
to be eliminated entirely and the money 
paid out instead in wages and salaries. 
would be sufficient to 


the amount sup- 


port only a 9 per cent raise for all em- 


6 


ploves. One glance at this simple statistic 
should be all that is required to dispel 
the illusion of corporate net profits as a 
lucrative source of additional wage pay- 
ments—a lesson the country has been 
learning the hard way for more than a 
vear now. Corporate net profits, as a 
source of additional compensation to 
employes, are infinitesimal. Business op- 
erations in recent years have provided 
higher income to workers and added 
revenues in taxes to the government. but 
no comparable increased return has been 
vielded to its owners. 

The question 
whether, if they had been able to foresee 
the which 
served first. the original providers of capi- 
tal would ever have had the faith to put 
up their money. United States Steel, for 


can well be raised 


interests would come to be 


example, was able to earn a larger net 
in 1902, its first year of operation, oa a 


Corporate (a 


Dividend-Wage Relationships Shown for an 


$423.100.000 than it was last 
year on a gross of $1,747.300,000, This 


kind of declining ratio of net profit to 


gre SS of 


gross sales billed is common throughout 
industry. Removal of the excess profits 
tax was expected to reverse this trend in 
1946, At the first of the year many rosy 
estimates of 1946 share earnings ap- 
peared. Some are materializing, princi- 
pally in such lines as textile manufactur- 
ing. retail merchandising, paper 
publishing, liquor and motion picture 
companies, 


and 


But in such heavy industries as automo- 
hile, electrical equipment, 
metals and mining, results are lagging fat 
behind expectations. In many companies 
tax credits under the carry-back provision 
of the excess profits levy are being wel- 


machinery, 


comed as an offset to declining incomes. 
The amount of revenue lost to the gov- 
ernment through these credits, often made 


Hour International Hawester Company 
RECEIPTS were distributed in 1945 
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an| Exhibit of Typical Manufacturers 
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necessary by strikes or by inadequate 
price relief under the OPA, will make an 
interesting calculation at the year-end. 

Often the companies 
trouble in getting into profitable opera- 
tion are more vital to the national econ- 


experiencing 


omy than are some of the concerns which 
are reporting spectacular earnings. 

The rails can be pointed to as a whole, 
vast segment of the economy which is 
meeting with losses. or abruptly declining 
income, due to delay by the Interstate 
Commerce Commission in granting a rate 
increase. 


Wages Soar, Production Lags 


It gets to be a question of how many 
industries can be knocked out and still 
leave a surface appearance of national 
prosperity. One of the best questions yet 
asked about the 1946 “boom” was in a 
recent letter to the editor of THE Ex- 
CHANGE: “I see by the papers that income 
payments to individuals are at a record 
high level for peacetime. Where is the 
production to account for all these wage 
payments?” 

With the continued failure of many in- 
dustrial lines to get into any kind of 
balanced operation—that is, in which raw 
material costs, labor costs, labor produc- 
tivity and selling price have proper eco- 
nomic relationship to one another—it is 
scarcely surprising in retrospect that the 
capital markets have met with a period 
of disillusion. 

At the beginning of the year there were 
strong hopes that strikes would be mostly 
out of the way by the end of the first 
quarter. It was conceded that earnings 
for the first three months would be poor; 
but wait until the second quarter! Then 
it was wait for the third quarter. But still 
strikes, materials shortages and other un- 
balances hampered production. 

One on-the-surface cause given for the 
collapse of stock prices in the listed mar- 
ket has been “undigested” new securities. 


For a time last Spring new issues were 
quickly subscribed and often went to 
sharp premiums almost immediately. 
Then during the Summer, portions of 
numerous new offerings remained un- 
sold. An oft-repeated statement was that 
“demand had become saturated,” as it 
obviously was. But funds have since con- 
tinued plentiful for almost all other types 
of purchases and investment, such as 
real estate. Behind the “saturation of de- 
mand” it now appears there was a grow- 
ing disillusion of investors as to corporate 
prospects. One can wait so long for post- 
war potentialities to be translated into 
earning power; then even hardened in- 
vestors grow wary. Sell-offs in the stock 














Allis-Chalmers 
The American Rolling Mili Co. . 
Armour & Company 
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National Dairy Products . 







National Steel Corporation 





Pullman Incorporated 





Radio Corporation of America 
Swift & Company . . . 
United States Rubber Co. 
United States Steel Corp. 
Westinghouse Elec. & Mfg. Co. 
Youngstown Sheet & Tube Co. 









Mfg. Co. eae 


E. I. du Pont de Nemours & Co. 


market have roughly coincided with times 
when it appeared that industrial troubles 
might be of a lasting, rather than tem- 
porary, nature. 

Now that more than a month has passed 
since the first day of abrupt decline, 
September 3, market analysts have had 
time to appraise the happenings in better 
perspective. Recurring labor difficulties. 
which start up a whole “chain reaction” 
of unfavorable developments—unbal- 
anced production, higher costs. “pricing” 
consumers out of markets-—now are most 
widely mentioned as the probable cause 
of the decline. It had been the habit to 
look upon labor troubles as something 
that would pass with time: now it is 
conceded that they must be reckoned 
with almost continuously, The auto in- 
dustry is not miraculously going to turn 
out 100,000 cars a week within a few 
weeks’ time. Yet many people have kept 
hoping it would. 

Probably a large part of the changed 
attitude toward the market in_ recent 
months can be traced to a sudden facing 
of the realities of second-half production. 
Distortions have entered the picture to 
the point where corporate earnings on an 
over-all basis in 1946 to date. with no 
excess profits levy, are behind last year's 
rate when this tax was in effect. 


PAYROLLS AND DIVIDENDS OF 22 MANUFACTURERS 
(Fiseal Year 1945—Millions of Dollars) 


Wages & Salaries Dividends 


Gross “o of % of 


Income Amt, Income Amt. Income 








2915 $ 87.2 29.9% $ 4.3 15% 
220.1 70.9 32.2 4.3 2.0 
1,213.0 150.9 12.4 3.2 0.3 
649.4 170.9 26.3 6.4 1.0 
1,326.6 624.3 47.1 24.4 1.8 
459.5 74.0 16.1 7.6 Ee 
611.3 195.3 31.9 66.0 10.8 
303.3 123.1 40.7 17.7 5.8 
1,298.0 400.0 30.8 16.1 3.6 
3.153.0 1,022.0 32.4 141.0 4.5 
217.4 39.9 27.6 7.3 3.4 
622.0 215.7 34.7 18.4 3.0 
284.7 1112 39.1 6.2 2.2 
632.8 102.5 16.2 8.8 1.4 
271.8 72.8 26.8 66 24 
357.1 147.4 41.3 9.7 2.7 
279.5 83.8 30.0 59 2.1 
1.308.0 161.4 12.3 11.2 0.9 
4715 183.5 38.9 8.7 1.8 
1,747.3 778.4 44.5 60.0 3.4 
684.7 317.1 46.3 12.9 LS 
230.4 69.0 29.9 4.0 By 8 















TOTALS. 






16.632.9 





5.221.3 31.4% 180.7 2.9% 


















Dividends Gain Over 1945 Level 


(Continued 


though four of 17 issues made larger pay- 
ments than last year, the aggregate of 
distributions declined nearly 2 per cent. 

The table shows 


‘shipbuilding and 
“ship operating” groups, marking a divi- 
sion of the older grouping which in- 
cluded both types of companies, Although 
the number of ship operating companies 
on the Stock Exchange is small—six—this 
fact detracted little from the showing. a 
gain of 58.2 per cent over 1945, 

A number of dividend casualties oc- 
curred in the steel, iron, coke group. 
eight companies passing or reducing 
their dividends; at the same time 14 
increased their outlays but the advances 
were sufficient to enlarge the group dis- 
bursement by only 5.4 per cent. The tex- 
tile category of companies made an im- 
pressive showing. 20 of the 26 concerns 
making larger returns to stockholders 





from page 3) 


than a year before and the full total of 
dividends showing a rise of 51.6 per cent. 

The procession of dividend payments 
between June 15 and September 30, the 
latter date marking the end of the first 
three-quarters of 1946. was a matter of 
frequent comment in investment circles. 
The prices of common stocks in this in- 
terval retreated at a pace approaching 
a rout at times, but without causing cor- 
porate directors to grow obviously wary 
of the business prospect. During the nine 
months dividends were paid on 80 per 
cent of all common stocks on the Stock 
Exchange. More than that, of stocks pay- 
ing dividends, 50 per cent distributed 
larger payments than in the same 1945 
period, while 42 per cent paid as much 
as in 1945, 

This exhibit supplied an interesting 
parallel with events after World War I. 





Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THE EXCHANGE has been 
obtained from sources deemed to be 
reliable but THe EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lor securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 











Although business was heading toward a 
sharp recession, heralded by a recession 
of stock prices one and one-half years 
after the Armistice, dividends made a 
strong showing straight along. Surplus 
income of the war years probably enabled 
some of the munition manufacturers to 
hold their dividends steady—some com- 
panies, in fact, paid out larger amounts 
in 1919, 1920 and 1921 than in the final 
war year despite the business reversal in 
the latter year. 


DIVIDENDS ON COMMON STOCKS LISTED ON THE N. Y. STOCK EXCHANGE—FIRST 9 MONTHS, 1946 


No. of 

Issues 

Listed 

Industry (9-30-46) 
Amusement... .. +... 20 
Automotive ...... +. 65 
Aviation 24 
Building a a ee ae 25 
Business & Office Equipment. . 9 
Chemical 72 
Electrical Equipment . . . . 18 
Farm Machinery . ..... 6 
Finance a ee oe ae ee 
Food i pa at Aa eh Wa es ker 
Garment Manufacturers . 2... 6 
Leather & Shoe Mfrs. . . . . 11 
Machinery & Metal Products . 89 
Mining ey ae eee 5 
Paper & Publishing . 2. 2...) 29 
Ween. «sw ew ew etl lO 
Oe eee ae ee ee ee ee 
Retail Merchandising. . . . . TI 
SS ee ee ee ee ee 0 
a a ) 
Ship Operating. ...... 6 
Steel. Iron and Coke. 2...) . 37 
WOM 6% Se ea ee 30) 
MO, js ar ew we, 19 
Transportation Services . .. | 
SO ee ew ee we 6 
U.S. Co.’s Operating Abroad . 24 
Foreign Companies . . . . . 15 
Other Companies . ..... 25 
TOM we ne es & & wo SB 

Payments were reduced on 50 issues and eliminated or deferred 


on 32 issues. 


Estimated 
Number Paying Number Number Number Aggregate Amount of 
Cash Dividends Paying Paying Paying Dividend Payments Per 
In First 9 Months Increased Same Reduced ist 9 Months 1st 9 Months Cent 
1945 1946 Dividends Dividends Dividends 1945 1946 Change 
16 18 14 t 0 $  18.757,000 $ 34.598.000 L 84.5% 
54 17 18 23 13 149,130.000 127.298.000 14.6 
15 16 8 7 2 13.446,000 22.106.000 + 64.4 
19 20 10 9 1 12.457.000 15.023.000 + 20.6 
9 9 5 1 0 12.096.000 14.269.000 - 18.0 
67 68 11 22 5 105.565.000 197.369.000 + 19,2 
17 16 5 8 t 50.718.000 - 52.360.000 + 3.2 
5 i 3 ] 1 15,182,000 16.334.000 7.6 
23 24 10 14 0 1.156.000 50.132.000 + 21.8 
51 56 28 26 2 89.324.000 104,810,000 + 17.3 
5 5 l 1 0 1.954.000 2.004.000 2.6 
7 8 5 3 0 8.363.000 8.894.000 + 6.3 
82 76 26 3 13 56.736.000 57.974.000 + 2.2 
24 26 8 16 4 53.785.000 57.875.000 7.6 
24 25 19 5 ] 10.739.000 19.308.000 + 79.8 
$4 36 20 15 2 172.938.000 197,752.000 + 14.3 
17 47 12 31 5 138.385.000 153.246.000 10.7 
64 65 53 8 5 84.189,000 121.875.000 + 44.8 
10 10 9 l 0 12.634.000 17.207.000 + 36.2 
5 5 0 { ] 4.027.000 3.769.000 6.4 
1 5 3 2 0 2.588.000 1.093,000 58.2 
29 24 14 8 8 67.134.000 70.729,000 5.4 
24 26 20 6 1 14.797.000 22.434.000 + 51.6 
17 17 } 12 ] 39,421,000 38.675,000 1.9 
2 3 2 | 0 305.000 764,000 150.5 
15 16 19 25 3 239.137.000 253.921.000 + 6.2 
12 12 5 3 5 27.549.000 29.185.000 + 5.9 
13 12 2 8 3 4.063.000 14.165.000 + 0.2 
18 20) 12 7 2 9.002.000 12.991.000 44.3 
742 746 376 320 82 $1.555.577.000 $1.751.160.000 + 12.6% 














\ ANY big market decline. the alter- 
ation of yields is closely watched 
for indications of advantageous income 


situations. Research of this sort is perti- 
nent at this time, especially since divi- 
dend declarations in many _ industrial 
lines continue at a favorable rate. The 
watchword, of course, is that over the 
last two months other forces have taken 
hold of the market. and the day has to 
be awaited when earnings—and divi- 
dends-——will return as an influence upon 
the share price level. 

The August-September collapse of 
prices is destined to dominate all thought 
about the 1946 securities market (see 
article on page 4 of THE EXCHANGE): 
vet it is worth while for the individual 
investor to recall certain other aspects. 
such as the extreme selectivity which 
characterized dealings in the first six 
months of 1946. Once recent pressing 
liquidation is out of the way. there are 
signs that a like amount of selectivity 
will be in evidence in the market in the 
days ahead. The sharply divergent trends 
of earnings being witnessed in the va- 
rious industries can scarcely produce a 
market that will be otherwise. When 
profits in some industries are running 
more than double the rate in 1945 (tex- 
tile manufacturing and retail merchan- 
dising are examples) and are lagging 
far behind 1945 in others (automobile. 
rails and electrical equipment) the dis- 
parities inevitably are reflected in the 
level of securities prices. 

Some other salient questions the in- 
vestor has to contend with in this connec- 
tion are: Just how re-current are some of 
the current highly favorable earnings? 
























Also which enterprises among the multi- 
tude which grew to prominence in war- 
time production have real prospects in 
the competitive days ahead? 

A valued criterion in times of uncer- 
tainty is dividend longevity, such as is 
found among seasoned, old-established 
companies, Listed in the table on this 
page for purposes of study are 25 com- 
mon issues of companies which have 
paid cash dividends in each of the last 
25 years or longer. Current dividends 
in most cases compare favorably with 
distributions made in recent vears. Yields 





ED. FOR DIVIDEND REGULARITY 


on the individual issues. based on Octo- 
ber 1 prices, range from 1.6 per cent in 
the case of Sun Oil to 6.0 per cent for 
Mesta Machine Company. All told, 19 of 
the individual issues recently were sell- 
ing to yield from 4 per cent to © per cent 
on the basis of estimated dividends for 
1946. Merit as investments was not a 
requisite considered in compiling — the 
list: rather the tabulation is a sampling 
made to show an improvement of yields 
which is common to a majority of the 
issues listed on the New York Stock Ex- 
change. 








Company 
Aeme Steel Co. 
Air Reduction Co., Ine. 





Borden Co. 2... 

Cannon Mills Co. aoe oe 
Chesapeake & Ohio Ry. Co. 
Diamond Match Co. . . 
Eastman Kodak Co. . . . 
First National Stores, Ine. 
General Baking Co. . . . 
Gillette Safety Razor Co... 


Houston Lighting & Power Co. 


Idaho Power Co. . . 
Kroger Co. . . 
Mesta Machine Co. 
National Steel Corp. 





Pullman Incorporated 
Reading Co. Per" 





Sterling Drug Ine. . 2 a 
Sun Oil Co. 


Texas Co. 







Washington Gas Light Co. . 
Wm. Wrigley. Jr.. Co. ‘ 
Yale & Towne Mfg. Co. 2... 





Southern California Edison Co., Ltd. 


United Engineering & Foundry Co. 






Yields on 25 Stocks Noted for Dividend Regularity 


Estimated Price Price 
Dividend May 29. Oct. 1. 
1946 1916 Yield 1916 Vield 
. $2.00 191, 4.1% 421%, 7% 
1.75 0-536 3.1 37% 7 
2.00 55 3.6 16°. 3 


. 2.00 7014 2.8 a7! 2 
. 3.00 6314 4.7 51 


ve 


vie we VK Le 
~~ 


1.50 17 3.2 3714 0 
7.00 255 2.7 210 3 
2.50 701, 5 55 5 
. 0.60 123, 4.7 Phy 1 
. Bae 381.2 1.5 32!, 5.4 
3.00 921, 3.9 80!. 1.5 
1.60 107. 3.9 351.2 1.5 
2.50 6234 4.0 16 5.4 
. 2.50 60%. 1.1 $17. 6.0 
. 3.00 91 3.3 801. aut 
3.00 677% 1.4 507. 5.9 
. 1.00 28%, 3.5 191, 5.1 
> ian 39 3.8 32!. 1.6 
1.90 ol a0 18!. 3.9 
1.00 7614 1.3 63 1.6 
2.50 6512 3.8 a7t3y 14 
. 2.00 34 Ey 39 Sa 
. 41.50 325% 1.6 2734 5.4 
. 3.00 78 3.8 69 1.3 
1.00 60', Pe 391, 2:5 

















New Listings on 


THE NEW YORK STOCK EXCHANGE 







Cotton fibers are combed at a Reeves mill. 
The shorter fibers are removed, leaving 
only the long staple for use in the fabric. 


Spee listing brings the stock of an- 
other large textile company to the 
floor of the New York Stock Exchange. 
following the recent release of closely- 
held shares of a “family company” for 
public participation through an under- 
writing. This public sale in July involved 
398.819 shares. of which 328.819 shares 
were supplied by a group of stockholders, 
the remainder coming from the company 
itself. Preceding the distribution the 
stock was reclassified, the number of au- 
thorized shares being increased from 
20.000 to 2,000,000 and the par reduced 
from 525 to 50 cents. 

Reeves Brothers. Inc.. not only was a 
large producer and distributor of cotton 
goods before the war but also enlarged 
its activities materially in order to carry 
out government contracts at the same time 
that peace business was continued on an 
important scale in the war years, In or- 
der to fill pressing army needs for cotton 
duck and other material, two companies 
were acquired by interests connected with 
Brothers—Grace Cotton Mills 
Co.. a going concern at the time. and the 
Warrior Duck Mills. newly formed in 


1942. These concerns became subsidiaries 


Reeves 


of Reeves Brothers this year, bringing the 
company’s producing units up to seven 
in number. 


To quote from the listing statement: 


10 


Reeves Brothers, Inc. 


1.137.711 Shares 
Common Stock, Par $0.50 


Ticker Symbol: REV 


“The companies constitute a vertically 
integrated cotton textile business, and 
the operations of the total enterprise ex- 
tend from the purchase of cotton to the 
production and sale of finished cloth. 
\fter it has been ‘ginned, cotton passes 
through 


before — it 
reaches the consumer, either in the form 
of finished piece goods or fabricated prod- 
ucts, such as articles of clothing. The 
cotton is first spun into yarn and this, 
in turn, is woven into cloth. At that stage 
of the processing the cloth is grey in ap- 


various processes 


pearance and is called “grey goods’ by 
the trade. Thereafter, grey goods are 
‘finished,’ i.e.. they are bleached. printed 
or dyed to produce finished piece goods.” 


Started as Family Partnership 


Formed in 1922 as the successor to a 
family partnership established in 1919. 
the Reeves organization dealt almost en- 
tirely in grey goods until 1929, There- 
after. finishing plants were acquired. Re- 
search and experimentation resulted in 
the design and manufacture of special 
like “Byrd cloth” 


are widely known in trade circles. The 


fabrics. some of which 


Yarn is prepared for the warp, or length, 
of the fabric. This modern warper at a 
Reeves mill runs at 700 yards a minute. 


company reports that in the nine months 
ended March 31, 1946, 75 per cent of 
consolidated net sales represented goods 
woven and converted by the subsidiary 
concerns, the other 25 per cent represent- 
ing goods bought from non-affiliated 
sources and converted by Reeves. 


Sales Activities Outlined 

The company maintains sales organiza- 
tions or representatives in New York. 
Boston, Atlanta, Dallas, St. Louis. Chi- 
cago, Los Angeles, Toronto and Montreal. 
For the nine months ended March 31. 
1946, approximately 20 per cent of con- 
solidated sales. including commission 
sales to the public for non-affiliated mills. 
were made to mail-order houses, chain. 
department and other retail stores. with 
virtually all of the remainder going to 
cutters and manufacturers and small 
amounts to jobbers and exporters. 

The consolidated balance sheet as of 
June 30. 1946, showed total assets of 
$19,992,000. Current assets amounted to 
$14,609,000 and current liabilities were 
$5.725.000. The pro forma consolidated 
statement of earnings for the year ended 
June 30 (made up so as to include all 
subsidiaries’ results throughout the full 
year) disclosed net income of $8,480,000 
before taxes and certain charges and a 
pro forma net profit of $3,209,000. 















The Empire District - 
Flectric Compaly 











350,000 Shares 


4 . k ' ar 10 
( ommon stoc s e 






: K 
Ticker symbol: ED 


— pe” Pw ‘. : a y ” ; »™ + ; 

: ae. ge Hydro-electric plant of The Empire Dis- 
NORMERLY a subsidiary of Cities trict Electric Co. at Ozark Beach, Mo. 
Service Power & Light Company, this 

concern, founded in 1909, came into 
public ownership in 1944 when its 350.- 
000 shares of common stock were dis- 


tributed through an underwriting trans- 
action. 


and internal combustion energy and 19 
per cent came from the hydro-electric 
plant. 

The principal inter-connection consists 
of a 132,000-volt circuit from the sys- 





The stock represented an arrange- : ‘ 
h, I : 2 tem of the Kansas Gas & Electric Com- 
os ment whereby the holding company sur- a. ee ee 
: a Ra? ‘oes pany. The Empire District company has 
te. rendered various securities of several : 
= uke under contract to make. and has mate- 
constituent corporations for the shares : : : ‘ 
, ‘ <a rial ordered for, an interconnection at 
hs and turned the latter into cash. The 


154.000 volts of at least 50.000 Kw. 


several corporations. namely the Ozark : Z aye 
of : pail é capacity with Arkansas Power & Light 


Utilities Company, Lawrence County 


ds : Y ip “ = roiect expecte » be com- 
; Water, Light and Cold Storage Company, ee eee cheers 
ry ‘sian. ae "i pleted in 1947. Both steam and hydro 
mf and Benton County Utilities Corporation. 


generating plants of the company are on 
land owned in fee. 
Besides electric facilities, the company 


~ were merged into The Empire District 
Electric Company. 


Area Served owns water distributing systems in four 


; Missouri and one Kansas community, 
Pivoted upon Joplin, Mo., where the 


mi home office is located, the company 


equipped with 44 miles of mains. 


hi- serves a large area of Missouri and 
al. neighboring sections of Kansas, Okla- Glenwood, N. Y., generating station of The Yonkers Electric Light and Power Company. 
31. homa and Arkansas. Electric energy is = . -_ . Pre 
be generated by both steam and_hydro- wa oer = 2° ‘a a aR “iy 
oe electric installations. The territory, be- rete .™ 
ils. sides being agricultural, contains impor- = = 1 
in. tant zine and lead fields and produces = s 
th coal and natural gas. Service extends into = 
aa the Ozark Mountains, which of recent . 
all years have become prominent because : 
of holiday resorts. The company’s elec- , 3 
ol tric facilities represent an outlay of it 
of more than $23,000,000. A es 
is The company supplies electric service ~ “ps a 
iia at retail in 92 incorporated communities. rN om 
al in 52 unincorporated towns and also sells ee ae 
led energy to outside concerns with distrib- 
all uting organizations. All of the electric 
‘ull generating facilities are interconnected 
100 by high tension transmission lines. Of the 
- total energy produced by the company 


for 1945, 81 per cent was steam electric 










The balance sheet as of December 31. 
1945, showed total assets amounting to 
$26,147,000. Current assets were $2,841.- 
000 and current liabilities were reported 
as $1,288,000. Gross revenue in 1945 
totaled $5,798,700: interest. amortiza- 
tion, etc., required $369,600 and a final 
net income amounting to $844,371 re- 
mained from the operation of the 
merged units. 

Dividends on the common stock at a 
quarterly rate of 28¢ a share were de- 
clared in 1945 and continued into 1946. 





The Yonkers Electric 
Light and Power Co. 


$9,000,000 of 25g Per Cent 
Debentures, Due July 1, 1976 


Ticker Symbol: YE 











FYNHE bonds were sold to investors in 

process of refunding a 315 per cent 
issue last August and the prospectus noted 
that the issue was guaranteed as to pay- 
ment of principal and interest by Con- 
solidated Edison Company of New York, 
Inc.. which serves New York City with 
electricity and gas. The entire common 
stock of The Yonkers Electric Light and 
Power Company is owned by Consoli- 
dated Edison. 
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The Yonkers company was established 
in 1880 as the Yonkers Schuyler Electric 
Company and serves electric energy in 
the City of Yonkers. which is adjacent 
to the Citv of New York. The company s 
Glenwood generating station — supplies 
only a part of the electric energy con- 
sumed by company customers. most of it 
being acquired from Consolidated Edi- 
son stations and. by an_ interchange 
arrangement, from lines of the New York 
Power & Light Corporation. 

As of December 31, 1945. the balance 
sheet of the Yonkers company showed 
total assets of 822.451.000. 





Canadian Breweries 
Limited 
2.000.000 Shares 


Common Stock, No Par 


Ticker Symbol: CNB 











































A CORPORATE © situation involving 
[ industrial “hands across the bor- 
der” is to be found in this new listing. 
Limited has the 
largest output of any concern in the in- 


Canadian Breweries 
dustry in Canada, where it owns nine 
breweries which produce products under 
“Carlings. O’Keefes. 
Bradings and British 


company owns 72 per cent of the share 


four trade names 
American.” The 


capital ol Brewing Corporation ot \mer- 


Cleveland brewery of Brewing Corp. of 


ica, producing Carlings’ “Red Cap Ale” 
in the United States at Cleveland, Ohio. 

The company distributes certain of its 
products on a national basis in Canada 
and in 45 States, as well as enjoying an 
export business to 33 other countries. 
and is now credited with being the sixth 
largest brewing concern on this continent 
with a current output of nearly 2.500.000 
barrels per annum. The principal brands 
have been sold in Canada for over 100 
vears and Carling products in the United 
States since repeal of Prohibition. 

Other interests include ownership of 
Victory Mills Limited at Toronto, proces- 
sors of oil-bearing seeds, principally soy 
heans, and of the by-products, including 
veast, of the brewing plants. A control- 
ling interest is held in Dominion Malting 
Company Limited, which supplies the 
company with malt. 

The company has during the last 15 
years carried on an almost continuous 
program of expansion and moderniza- 
lion. Large additions to the Cleveland. 
Toronto, Waterloo and Ottawa plants 
are now in course of construction, which 
will raise the company’s annual capacity 
to 4,000,000 barrels by early 1948. In 
addition a 1,500,000 bushel per annum 
malting plant is being erected by Vic- 
tory Mills Limited at Toronto. 

The company reported consolidated 
net profits, after all charges, amounting 
to $3.217.402 for the nine months ended 
July 31st, 1946, at which date the balance 
sheet showed total assets of parent and 
subsidiaries consolidated of $40,655,332. 
with funded debt aggregating $10,073,- 
553. Net working capital amounted to 
$10.899.683. Current 
cash of $6.289.004. 


included 


assets 


{merica, a subsidiary of Canadian Breweries 


How Stocks Reacted 
In Recent Selling 


(Continued from page 5) 


aircraft and automotive stocks, It would 
be possible to imagine that, had the ex- 
pensive strikes not occurred last Winte: 
in the steel industry, the companies 
would have offered a real bulwark last 
Summer against hasty liquidation of 
equities. By the same token, had_ the 
strikes not occurred, the shortages of 
steel this Autumn which have been han- 
dicapping processors in various fields 
would be absent from the round-up of 
bearish elements. 

Automotive stocks backed away from 
1946 high levels to the extent of 43.4 
per cent, a really substantial retreat dur- 
ing the first stage of the market decline 
into September. and the 59 per cent can- 
cellation of the motor stock rise from 
1942 was above the average for the 
groups of the table. The showing would 
be viewed ruefully by many persons who 
saw after V-J Day the possibilities of an 
immense business in motor car produc- 
tion—only to have their expectations 
wrecked thus far by strikes. material 
shortages and the like, accompanied by 
a sharp decline of earnings. 


Electrical Group Puzzles 


The electrical equipment group of 
stocks causes some perplexity among av- 
erage stock market observers by reason of 
the extensive cancellation of 1942-1946 
price advances in this category. The 56.8 
per cent shrinkage of the swing from low 
to high and down to the low of 1946 for 
the five stocks was greater than in any 
other roster except aircraft and automo- 
tive. The electrical group on the Stock 
Exchange is comprised of long-estab- 
lished companies. some of them not usu- 
ally classified among volatile issues. Note 
should be taken, however, that this study 
involves an interval when the stock of one 
of the companies was split up, resulting 
in active trading interest in it. while the 
prices of securities issues of several of the 
concerns were disturbed for weeks on end 
by prolonged strikes. 

The foregoing supplies some back- 
ground items for investor inquiry into 
the prospects for varied industries. a 
process which, it must be said, contin- 
ued to be conditioned by falling stock 
market prices after the tabled statistics 
were prepared. 
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NEW YORK CITY 

[t is difficult to see how the leading motor 
car companies will experience a real slack- 
ening of demand for, maybe, four years at 
least. This observation, mind you, has no 
reference to the course of net profits during 
the ensuing four years. The scale of opera- 
tions this year, being profitless for the most 
part, offers a sour suggestion for next year. 
But, referring again to demand, by the time 
three years hence. according to my reckon- 
ing. when people now needing cars are 
fairly well supplied, the companies will be 
getting new orders from motorists who con- 
ventionally turn in the old car for a new 
one every three or four years. See what I 
mean? 


BRIDGEPORT, CONN. 


Both investors and traders . . . who have 

read the various interpretations of the stock 
market’s action must be considerably con- 
fused. Further, many must feel they have 
been badly done by—by the market. I mean 
—for the news of business, although spotted 
with strikes, has not been poorly, nor does 
it seem poorly even now (October 5) 
For years I have read and heard about 
“technical” conditions in the market. In the 
last two months. they have received a demon- 
stration. I feel, which pretty well illustrates 
the idea. 


Sis. We 


MONTCLAIR, N. J. 


My list of securities, copy enclosed, is be- 
ing sent with the hope that the magazine 
staff, or a competent member, will kindly 
give me a broad opinion about them. (Vr. 
1. V. F. was informed in the reply to this 
letter that Tuer ExcHANGE did not act in 
the capacity of an investment counsellor.) 


You will see that most of the stocks were 
bought in 1940 and 1941; also some in the 
Summer of 1942. They yield something 
more than 5 per cent. Although they are 
worth now considerably less than they were 
last Spring, nearly all are well above what 
they cost; and unless I could be persuaded 
otherwise, my inclination would be to keep 
them unchanged because the return on the 
invested money is good from present stand- 
ards (and for the further reason that it is 
not a proper time to sell after a big price 
mark-down). What is your feeling in regard 
to these points? 


AN. © 


NORFOLK, VA. 


If new issues of securities were clogged 
in the market during July and August, my 
reading suggests that this year’s sharp drop 
of prices was much like that of 1903 when 
the so-called “rich man’s panic” occurred. 
In that year, prices melted down to the ac- 
companiment of discussion of “undigested 
securities’—meaning the current over-sup- 
ply of unsold new issues. General business 
did not escape the effect of price recessions 
in stocks, but the reaction was short. The 
record indicates that 1905 and 1906 were 
lively years for business—especially the 
latter. FE. K. D. 


BALTIMORE, MD. 


\ great decline,in stock market prices usu- 
ally .. . precedes and forecasts a recession 
of general business. or am I too sweeping? 
Seems to me that what strikes and short- 
ages have already done to business this 
Fall shows that the recession got under way 
some time ago. In fact, with the exception 
of some merchandising endeavors. business 
has been unsatisfactory since V-J Day. 


BAS, 






_» Letters to the editor in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


ERIE, PA. 


From the May top of 212.50 to the 
165.17 low for 1946 (up to the time of 
this writing), the Dow. Jones industrial 
average declined a bit more than 22 per 
cent. This is a considerable drop, anyone 
would admit, but it would look quite unim- 
pressive from the bear point of view should 
it be contrasted with some of the big drops 
of the past. It must be said. though, that the 
speed of the decline of prices in early Sep- 
tember was enough to bring some of the 
prophets of doom out from their four-year 
hiding places, and only a half-hearted coun- 
ter to “end of the bull market” talk could 
be offered by stubborn bulls. Personally. 1 
do not think it will be possible to determine 
for several more months whether the bull 
market really ended last Spring, due to 
extensive upswings and downdips of the 
averages which may be expected in the 
weeks ahead of us. 


S. MeN. F. 


NEW YORK CITY 

If you look at past records, you'll find 
that “the scope of dividend payments.” of 
which Thomas Balmer wrote in the .Septem- 
ber issue, seldom do have much of a con- 
nection with steck prices in a declining 
market. That is. dividends have little influ- 
ence in braking-down a price reversal. When 
a down-swing really begins to roll, stock- 
holders become more concerned about the 
selling or buying of prices than about 
dividends or yields. In the decline of 1920- 
21 (to which this year’s reaction may be found 
definitely comparable by historians after 
a while) dividend payments were running 
along at comfortable rates, indeed. and so 
they continued, generally speaking. until 
the early 1930’s. 














... those who name them would 
have a newproblem! Not to think 
up names, but to find space for 
all the names! For every Pullman 
car represents the investments of 
hundreds of people. Your own 
name might well appear on one 
of those travel-stained panels. 


We have heard much in recent 
years about “‘big business,” but 
we have not heard enough about 
who owns it. The fact is, in 
America industry is owned by 
the mass of the people. A survey 
of the owners of fifty of the larg- 
est corporations whose securities 
are listed on this Exchange re- 
veals that more than one-half of 
their stockholders own 25 shares 
or less! 


No, it is not the wealth of million- 
aires which has built the world’s 





r their Owners... 


greatest industrial system—it is 
the savings of millions of people. 
In ever-increasing numbers, they 
share in the risks and rewards of 
American business. The number 
of individuals owning stock in 
these same fifty companies has 
nearly doubled since 1929! This 
is mass investment... the demo- 
cratic partner of mass production. 


By maintaining a free, competi- 
tive market where securities can 
be bought and sold promptly, at 
prices known to everyone, this 
Exchange has a vital role in the 
vast financial mechanism which 
makes mass investment possible. 
It is an important job... and we 
take pride in performing it re- 
sponsibly. 





ADVICE TO INVESTORS 


The New York Stock Exchange urges 
investors to look carefully before they 
leap—in this market, or any other. A 
certain amount of risk accompanies 
ownership of any form of property— 
and securities are no exception. There 
is only one way to avoid unnecessary 
risk, and that is to invest solely on the 
basis of facts—reliable facts. Tips, rumors 
and impulses have no place in an invest- 
ment decision. 














